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To Hill Democrats, BNL Report Falls 
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The Justice Department obtained what 
some officials considered a vindication this 
week for their long-standing contention that 
political considerations did not taint a probe 
of illicit loans to Iraq by the Atlanta branch 
of Italy's Banca Nazionale del Lavoro 
(BNL). 

But Democrats have made clear they 
consider the conclusions of retired judge 
Frederick B. Lacey, the special investigator 
who found no evidence of criminal wrong- 
doing in the administration's conduct, at 
best incomplete and at worst a deliberate 
whitewash. 

Their reaction suggests that Lacey's re- 
# port, ordered by Attorney General William 
P. Barr in hopes of putting the controversy 
« to rest, will not end matters. Democratic 
legislators have pledged to pass legislation 
£?next year authorizing appointment of an 
independent counsel to take a new look at 
the same facts. 



Critics of Lacey's effort yesterday re- 
peated their criticism that Lacey lacked 
independence, and noted that the former 
judge was given only seven weeks to con- 
duct his inquiry, forcing him to restrict its 
focus and employ several controversial in- 
vestigative techniques. 

Lacey told reporters Wednesday, for ex-^ 
ample, that he did not explore when the CIA 
learned of BNL’s role in financing Iraqi 
arms purchases. What the 
Central Intelligence Agency 
knew about BNL and when it 
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knew it became central questions in the 
affair this autumn after the disclosure that 
the agency had failed to provide the Justice 
Department and Congress all the informa- 
tion it had about the bank's activities. 

The critics have suggested this theory: If 
the CIA was aware of BNL's role and failed 
to warn others, or warned policy-makers 
who paid no attention, the agency would 
have had a clear motive to withhold eyK 
dence of its knowledge from independent 
probers. But Lacey said he did not : Inves- 
tigate what the CIA knew before the Au- 
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gust 1989 raid on the bank's Atlanta 
branch. 

Answers about the CIA's role in the affair 
may not emerge until early next year, when 
the Senate Select Committee on Intelli- 
gence is expected to issue its report on the 
BNL scandal. Sen. David L. Boren (D- 
Okla.), the committee's chairman, said in a 
written statement yesterday that the panel 
is continuing to look into what the CIA 
knew and did about the BNL loans, “includ- 
ing our effort to find out all about [private] 
companies and individuals" familiar with 
BNL's activities and possibly havingTritel- 
ligence community connections. 

Some Justice Department officials pri- 
vately criticized Lacey’s decision, under 
deadline pressure, to request that members 
of the Atlanta prosecution team jointly com- 
pile a narrative on their activities, which ul- 
timately formed the basis for a substantial 
"portion of Lacey's report. They said they 
should have been interviewed separately. 

But Lacey said he adopted the joint ap- 
proach because the Atlanta team was rat- 
tled by his inquiry. “They're working to- 



Short of Closing the Case 



gether so it doesn't do them any good to 
talk to them separately," Lacey said. 

None of the classified and unclassified 
documents reviewed by Lacey and used as 
the basis for his conclusions was made pub- 
lic, again because of what Lacey described 
as a lack of sufficient time for official re- 
view. Copies instead were bound together 
in a single volume that was stamped "Top 
Secret-Codeword," a label corresponding to 
the highest level of national security clas- 
sification of any single document in the 
group. 

Lacey provided the secret volume to four 
congressional committees and to Barr, 
whose aides are just beginning to explore 
whether some of the documents eventually 
can be released. 

While dismissing as “errant nonsense" 
claims that the Bush administration en- 
gaged in a conspiracy to obstruct the BNL 
case, Lacey found ample evidence that Jus- 
tice Department and CIA officials mishan- 
dled a series of CIA cables that implicated 
officials at BNL's headquarters in Rome in 
the loans to Iraq. The cables called into 
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question the U.S. government’s contention 
that the loans were solely made by the man- 
ager of BNL’s Atlanta branch, Christopher 
P. Drogoul. 

Lacey ran into a brick wall when he tried 
to find out who was responsible for failing to 
get some of those 1989 and 1990 cables 
into the hands of the prosecutors. Two of- 
ficials in the Justice Department's fraud 
division who Lacey said “appear to have 
been involved” in handling the cables in 
Washington told Lacey's investigators they 
had only hazy recollections about what hap- 
pened to the cables. 

"There is no written record of who, in 
fact, reviewed the materials, precisely what 
was found, or what conclusions were ulti- 
mately drawn” from the CIA materials, 
Lacey’s report said. 

Lacey said in an interview yesterday that 
this circumstance disturbed him, partly be- 
cause it obstructed his efforts to make 
someone accountable for the errors. He 
said there are “flaws in the system” that 
must be corrected, but declined to identify 
any individuals at fault. 



